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Independent Auditors Report

Board of Directors

Ponder Securities Inc

Chicago Illinois

We have audited the accompanying statement of financial condition of Ponder Securities Inc as of

October 31 2012 and the related statements of income and retained earnings and cash flows for

theyearthen endedthatthe Company isfiling pursuantto Rule 17a-5 underthe Securities Exchange

Act of 1934 These financial statements are the responsibility
of the Companys management Our

responsibility is to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement An audit

includes examining on test basis evidence supporting the amounts and disclosures in the financial

statements An audit also includes assessing the accounting principles used and significant

estimates made by management as well as evaluating the overall financial statement presentation

We believe that our audit provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Ponder Securities Inc as of October 31 2012 and the results of its operations

and its cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America

As explained in Notes and to the financial statements Ponder Securities Inc is the wholly owned

subsidiary of Ponder Co and all consulting and administrative services of the Company are

provided by the Parent Company
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MFMRFR

lA



Our audit was made for the purpose of forming an opinion on the basic financial statements as

whole The supplemental information required by Rule 17a-5 of the Securities and Exchange
Commission is presentedforthe purposeofadditional analysisand is nota required partofthe basic

financial statements but is supplementary information required by Rule 17a-5 under the Securities

and Exchange Act of 1934 Such information is the responsibility of management and was derived

from and relates directly to the underlying accounting records used to prepare the financial

statements The information has been subjected to the audit procedures applied in the audit of the

basic financial statements including comparing and reconciling the information to the underlying

accounting and other records used to prepare the financial statements and other procedures in

accordance with auditing standards generally accepted in the United States of America and in our

opinion is fairly stated in all material respects in relation to the basic financial statements taken as

whole

There were no material differences between the audited computations of net capital included in this

report and the corresponding schedule included in the Companys corresponding unaudited Part II of

Form X-17A-5 as of October 31 2012

December 21 2012
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Ponder Securities Inc

Statement of Financial Condition

October 31 2012

Assets

Current Assets Cash 112436

Stockholders Equity

Stockholders Equity

Common stock No par value authorized

issued and outstanding 1000 shares 8000
Retained earnings 104436

Total Stockholders
Equity 112436

The accompanying notes are an integral part of the financial statements



Ponder Securities Inc

Statement of Income and Retained Earnings

Year Ended October 31 2012

Revenue Fees 91000

Expenses Fees paid to Ponder Co 86534

Net Income 4466

Retained Earnings Beginning of Year 99970

Retained Earnings End of Year 104436

The accompanying notes are an integral part of the financial statements



Ponder Securities Inc

Statement of Cash Flows

Year Ended October 31 2012

Cash Flows from Operating Activities

Net income 4466

Adjustments to reconcile net income to net

cash used in operating activities

Decrease in amount due to parent company 78185

Net Cash Used in Operating Activities 73719

Cash Beginning of Year 186155

Cash End of Year 112436

The accompanying notes are an integral part of the financial statements



Ponder Securities Inc

Notes to Financial Statements

Note 1- Industry Operations

Ponder Securities Inc the Company is
registered securities broker-dealer company that provides

investment banking and financial advisory services to not-for-profit hospitals throughout the United

States of America These services are provided in conjunction with consulting services provided by
Ponder Co the Parent Company an Illinois subchapter corporation the Companys sole

stockholder

Note Summary of Significant Accounting Policies

Cash

The Company maintains its cash in bank account which at times may exceed federally insured

limits The Company has not experienced any losses in such account The Company believes it is not

exposed to any significant credit risk on cash

Income Taxes

The Company files consolidated return with its Parent Company

The Companys application of accounting principles generally accepted in the United States of

America GAAPUSA regarding uncertain tax positions had no effect on its financial position as

management believes the Company has no material unrecognized income tax benefits The Company
would account for any potential interest or penalties related to possible future liabilities for

unrecognized income tax benefits as other expense The Company is no longer subject to

examination by tax authorities for federal state or local income taxes for periods before calendar year
2009

Management Estimates

The preparation of financial statements in conformity with GAAPUSA requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities as of the date of the financial statements and the reported amounts
of revenue and expenses during the reporting period Actual results could differ from those estimates

Revenue Recognition

For transactions related to the Companys customer bond offerings revenue is recognized once
bond purchase agreement has either been signed or the sale of the bonds has been completed For

interest swap or derivative financing transactions revenue is recognized once the Companys
customers and financial institutions execute the transaction



Ponder Securities Inc

Notes to Financial Statements

Note Summary of Significant Accounting Policies Continued

Subsequent Events

The Company has evaluated subsequent events through December 21 2012 the date the financial

statements were available to be issued

Note Related Party Transactions

By agreement the Company pays fee to its Parent Company that approximates 95% of revenues

received The Parent Company pays all other expenses of the Company which are negligible

Note 4- Major Customers

For the year ended October 31 2012 revenue from three major customers amounted to more than

10% of total revenue Revenue from these customers totaled $36000 $35000 and $20000
respectively There were no receivable balances outstanding from these customers as of October 31
2012

Note Uniform Net Capital Rule

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule

Rule 15c3-1 which requires the maintenance of minimum net capital and requires that the ratio of

aggregate indebtedness to net capital both as defined shall not exceed 15 to 1.The rule also provides
that equity capital may not be withdrawn if the

resulting aggregate indebtedness capital ratio would

exceed 10 to As of October 31 2012 the Company had net capital of $112436 which was

$107436 in excess of its required net capital of $5000 The Companys ratio of aggregate

indebtedness to net capital was 0.00 to
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Ponder Securities Inc

Supplementary Information Pursuant to Rule 17a-5 of the Securities Exchange Act of 1934

October 31 2012

Broker or Dealer Ponder Securities Inc

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION

AsofOctober 31 2012

Total ownership equity from Statement of Financial Condition Item 1800

Deduct Ownership equity not allowable for net capital

Total ownership equity qualified for net capital

Add

Liabilities subordinated to claims of general creditors

allowable in computation of net capital

Other deductions or allowable credits List

Total capital and allowable subordinated liabilities

Deductions and/or charges

Total non-allowable assets from

Statement of Financial Condition Notes and

Additional charges for customers and

non-customers security accounts

Additional charges for customers and

non-customers commodity accounts

Agreed fail-to-deliver

Number of items

Aged short securitydifferences less

reserve of

numberof units

Secured demand note deficiency

Commodity futures contracts and spot commodities-

proprietary capital charges

Other deductions and/or charges

Deductions for accounts carried under Rule 15c3-1a6

a7andcex
Total deduction and/or charges

Other additions and/or allowable credits List

Net capital before haircuts on securities positions 112436

See independent auditors report regarding supplemental information required

by Rule 17a-5 of the Securities and Exchange Commission

112436

112436

112436



Ponder Securities Inc

Supplementary Information Pursuant to Rule 17a-5 of the Securities Exchange Act of 1934

October 31 2012

Haircuts on securities

computed where applicable pursuant to 15c3-1f

Contractual securities commitments

Subordinated securities borrowings

Trading and investment securities

Bankers acceptances certificates of deposit

and common paper

U.S and Canadian government obligations

State and municipal government obligations

Corporate obligations

Stocks and warrants

Options

Arbitrage

Other securities

Undue concentration

Other List

10 Net capital 112436

OMIT PENNIES

See independent auditors report regarding supplemental information required

by Rule 17a-5 of the Securities and Exchange Commission



Ponder Securities Inc

Supplementary Information Pursuant to Rule 17a-5 of the Securities Exchange Act of 1934

October 31 2012

Broker or Dealer Ponder Securities Inc As of October 2012

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part

11 Minimum netcapital required 2/3%of line 18

12 Minimum dollar net capital requirement of reporting broker or dealer and minimum

net capital requirement of subsidiaries computed in accordance with Note 5000

13 net capital requirement greater of line 11 or line 12 5000

14 Excess net capital line 10 less line 13 107436

15 Excess net capital at 100% line 10 less 10% of line 18 112436

COMPUTATION OF AGC REGAlE INDEBTEDNESS

16 Total A.l liabilities from statement of financial condition

17 Add

Drafts for imriediate credit

Market value of securities borrowed for

which no equivalent value is paid or credited

Other unrecorded amounts List

18 Total aggregate indebtedness

19 Percentage of aggregate indebtedness to net capital line 18 by line 10

20 Percentage of debt to debt-equity total computed in accordance

with Rule 15c3-1d

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part

21 2% of combined aggregate debt items or $250000 or greater as shown in formula for

reserve requirements pursuant to Rule 15c3-3 prepared as of date of the net capital

computation including both brokers or dealers and consolidated subsidiaries debits

22 Minimum dollar net capital requirement of reporting broker or dealer and minimum

net capital requirement of subsidiaries computed in accordance with Note

23 Net capital requirement greater of line 21 or line 22

24 Excess capital line 10 less line 23

25 Net capital in excess of the greater of

5% of combined aggregate debit items

See independent auditors report regarding supplemental information required

by Rule 17a-5 of the Securities and Exchange Commission 10



Ponder Securities Inc

Supplementary Information Pursuant to Rule 17a-5 of the Securities Exchange Act of 1934

October 31 2012

Note

The Company claimed an exemption from Rule 15c3-3 based on paragraph k2i of the Rule

Therefore the Company has omitted the schedules of Computation for Determination of Reserve

Requirements under Rule 15c3-3 and Information for Possession or Control Requirements under

Rule 15c3-3

See independent auditors report regarding supplemental information required

by Rule 17a-5 of the Securities and Exchange Commission 11
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Independent Auditors Report on Internal Control

Board of Directors of

Ponder Securities Inc

Chicago Illinois

In planning and performing our audit of the financial statements of Ponder Securities Inc the

Company as of and for the year ended October 31 2012 in accordance with auditing standards

generally accepted in the United States of America we considered the Companys internal control

over financial reporting internal control as basis for designing our auditing procedures for the

purpose of expressing our opinion on the financial statements but not for the purpose of expressing

an opinion on the effectiveness of the Companys internal control Accordingly we do not express an

opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have

made study of the practices and procedures followed by the Company including consideration of

control activities for safeguarding securities This study included tests of compliance with such

practices and procedures that we considered relevant to the objectives stated in Rule 17a-5g in

making the periodic computations of aggregate indebtedness and net capital under Rule 17a-

3a11 and the reserve required by Rule 15c3-3e Because the Company does not carry
securities

accounts for customers or perform custodial functions relating to customer securities we did not

review the practices and procedures followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment of securities under Section 8b of

Federal Reserve Regulation Tofthe Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices
and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with accounting principles generally accepted in the United States of

America Rule 17a-5g lists additional objectives of the practices and procedures listed in the

preceding paragraph

Praxit



Because of inherent limitations in the internal control and the practices
and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them to

future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is deficiency or combination of

deficiencies in internal control that is less severe than material weakness yet important enough to

merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the companys financial statements

will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be

material weaknesses We did not identify any deficiencies in internal control and control activities

for safeguarding securities that we consider to be material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices and

procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices
and procedures as described in the second paragraph of this report were

adequate as of October 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC FINRA and other regulatory agencies that rely on Rule 17a-5g under the Securities Exchange

Act of 1934 in their regulation of
registered

brokers and dealers and is not intended to be and

should not be used by anyone other than these specified parties

LL

December 21 2012


